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OATH OR AFFIRMATION

I, Gerald A. Wells , Swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

__ Alexander Investment Servicés , Co. , as
of June 30 20 07 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified soiely as that of a customer, except as follows:

H e ~‘/ < . M)M

Signature

Se_c.y / Rt LS vettae
g Title

RSN
R\Ma Yo Q ima"‘fg\-« My commission expires:
Apri 28, 2011

Nota.ry Pubhc

This report ** contains {check all applicable boxes):

k) (a) Facing Page.

[J (b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i A Reconeiliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation,

(m) A copy of the SIPC Supplemental Report,

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OOR 0O OO0CHE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditors’ Report

The Board of Directors
Alexander Investment Services, Co.:

We have audited the accompanying statements of financial condition of Alexander Investment
Services, Co. (the Company) as of June 30, 2007 and 2006, and the related statements of
operations, changes in stockholders’ equity, and cash flows for the years then ended that you are
filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934, These financial
statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Alexander Investment Services, Co. as of June 30, 2007 and 2006, and
the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule 1 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934,
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

O e Toar, Lo +Vccatow f/(D;/z. FLec

August 17, 2007

|

1510 PNC Plaza « 500 West Jefferson Street - Louisville, Kentucky 40202
502.568.6533 - Fax 502.568.6354



ALEXANDER INVESTMENT SERVICES, CO.
Statements of Financial Condition

June 30, 2007 and 2006

Assets 2007 2006
Cash and cash equivalents $ 45280 $ 33,675
Accounts receivable 5,272 7,234
Accrued commission 14,737 16,270
Deferred tax asset 2,179 -
Marketable securtties 56,257 78,807
Furniture and office equipment, net 14,285 10,433
Security deposit 3,300 3,300
Other assets 11,307 11,166
Total assets $ 152617 § 160,885
Liabilities and Stockholders' Equity
Accounts payable $ 1,416 $ 2,608
Deferred tax liability - 3,559
Accrued expenses and other payables 21,960 23,644
Total liabilities 23,376 29,811
Stockholders' equity:
Capital stock, common, no par value; Authorized 100,000
shares, 60,000 issued and 50,000 outstanding shares 1,000 1,000
Additional paid-in capital 68,882 68,882
Treasury stock at cost, 10,000 shares (78,690) (78,690)
Retained eamnings 138,049 139882
Total stockholders' equity 129,241 131,074
Total liabilities and stockholders' equity $ 152,617 § 160,885

The accompanying notes are an integral part of these financial statements.
2



ALEXANDER INVESTMENT SERVICES, CO.
Statements of Operations

For the Years Ended June 30, 2007 and 2006

007 2006
Revenues:
Commission $ 2,923,759 § 2,527,199
Retirement plan fees 91,428 86,958
Interest and dividends 8,908 4,984
Gain on sale of marketable securities 28,793 -
Securities gains (losses), net (13,049) 20,517
Total revenues 3,039,839 2,639,658
Expenses:
Officers' compensation 2,115,998 1,788,593
Salaries, wages, and commissions 675,324 587,615
Payroll taxes 24,511 23,415
Insurance 32,860 27,379
Employee retirement plan 27,000 25,000
Advertising - 65
Depreciation 6,081 5,966
Rent 46,945 46,945
Office supplies 42,957 37,000
Telephone 20,110 19,926
Other expenses 55,624 80,402
Total expenses 3,047,410 2,642,306
Net loss before income tax benefit (7,571) (2,648)
Income tax benefit (5,738) (4,395)
Net income (loss) h (1,833) $ 1,747

The accompanying notes are an integral part of these financial statements.
3




Balances at June 30, 2005
Net income
Balances at June 30, 2006

Net loss

Balances at June 30, 2007

ALEXANDER INVESTMENT SERVICES, CO.
Statements of Changes in Stockholders' Equity
For the Years Ended June 30, 2007 and 2006

Additional
Common Stock paid-in Retained Treasury
Shares Amount capital earnings stock Total

50,000 $ 1,000 §$ 68,882 $ 138,135 § (78,690) § 129,327

- ) - 1,747 - 1,747
50,000 1,000 68,882 139,882 (78,690) 131,074
- . - {1,833) - (1,833)

50,000 $ 1,000 $ 68,882 $§ 138,049 § (78,690) $ 129241

The accompanying notes are an integral part of these financial statements.
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ALEXANDER INVESTMENT SERVICES, CO.

Statements of Cash Flows

For the Years Ended June 30, 2007 and 2006

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income to net
cash provided (used) by operating activities:
Depreciation
Securities (gain) loss
Gain on disposition of marketable securities
Loss on disposition of property and office equipment
Deferred income tax
(Increase) decrease in assets:
Accounts receivable
Accrued commissions
Other current assets
Increase (decrease) in liabilities:

Accounts payable
Accrued expenses and other payables

Net cash provided (used) by operating activities

Cash flows from investing activities:
Additions to property and office equipment

Purchases of marketable securities
Proceeds from sale of marketable securities

Net cash provided (used) by investing activities
Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

The accompanying notes are an integral part of these financial statements.
5
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2007 2006
(1,833) $ 1,747
6,081 5,966
13,049 (20,517)
(28,793) -
. 566
(5,738) (4,395)
1,962 8,917
1,533 3,319
(141) 241
(1,192) 1,827
(1.684) 3.233
(16,756) 904
(9,933) (3,674)
(10,000) (30,000)
48,294 -
28,361 (33,674)
11,605 (32,770)
33,675 66,445
45280 $ 33,675




ALEXANDER INVESTMENT SERVICES, CO.
Notes to Financial Statements

June 30, 2007 and 2006

(1) Nature of Business

(2)

Alexander Investment Services, Co., (the Company) is a financial services firm providing
investment services, retirement plan designs, financial advisory and management
consulting services to individual and commercial clients primarily in Kentucky and
Indiana. The Company is registered as a broker-dealer with the National Association of
Securities Dealers (NASD).

Summary of Significant Accounting Policies

(a) Basis of Accounting

The financial statements of the Company are prepared on the accrual basis of
accounting whereby revenue and commissions are recognized when earned and
expenditures are recognized when incurred.

{b) Cash and Cash Equivalents
For purposes of the statements of cash flows, the Company considers all highly liquid

investments purchased with original maturities of three months or less to be cash
equivalents.

(c) Marketable Securities

Marketable securities are carried at market value. Dividends on marketable securities
are recognized in income when declared. Realized gains and losses are included in
income. Realized gains and losses are determined on the basis of the actual costs of
the securities sold.

(d) Property and Office Equipment

Property and office equipment are stated at cost less accumulated depreciation. Since
1999, an accelerated method has been used to calculate depreciation. Depreciation in
prior years was computed by the straight-line method.

{Continued)
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3)

4)

ALEXANDER INVESTMENT SERVICES, CO.
Notes to Financial Statements

June 30, 2007 and 2006

Summary of Significant Accounting Policies (Continued)

(e) Use of Estimates and Concentration of Credit Risk

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Marketable Securities

Marketable securities include common stock and mutual funds that are publicly offered and
valued on a securities exchange or independent publicly quoted market. At June 30, 2007
and 2006 the market value of those securities was $56,257 and $78,807, respectively.

Fixed Assets

Fixed assets consist of the following:

2007 2006
Furniture § 14260 $ 14,260
Office equipment 129277 119,344
143,537 133,604
Less accumulated depreciation 129,252 123,171
$__14,285 $__ 10433

{Continued)



(3)

(6)

ALEXANDER INVESTMENT SERVICES, CO.
Notes to Financial Statements

June 30, 2007 and 2006

Retirement Plans

The Company offers a Profit Sharing Plan for all eligible employees. The Company’s
expense of funding this plan was $27,000 and $25,000 for the years ended June 30, 2007
and 2006, respectively.

Income Taxes

Income tax benefit attributable to net income before income taxes for the years ended
June 30, 2007 and 2006 consists of:

2007 2006
Current income tax provision:
Federal $ — $ -
State — —
Deferred income tax benefit:
Federal $ (4,095) $ (3,140)
State (1,643) (1,255)
(5,738) (4.395)
Total income tax benefit $ (5,738) §$ (4,395)

Income tax benefit attnbutable to earnings before income taxes differs from the amounts
computed by applying the expected effective U.S. Federal income tax rate of 15% to
earnings before income taxes as a result of the following:

2007 2006
Tax benefit at expected statutory
federal rate $ (1,136) § (398)
Nondeductible expenses 444 349
Adjustment of prior estimates (3,403) (3,091)
State and local taxes (1.643) (1.255)

i3 (5,738) $ (4,395)

(Continued)
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(7)

ALEXANDER INVESTMENT SERVICES, CO.
Notes to Financial Staternents

June 30, 2007 and 2006

Income Taxes (Continued)

The tax effects of temporary differences that give rise to significant portions of the net
deferred tax liability consists of the following as of June 30, 2007 and 2006:

2007 2006

Deferred tax asset;
NOL carryforward $ 6,548 § 4,758

Deferred tax liabilities:
Adjustment to cash basis on

income tax return 784 1,767
Depreciation 171 396
Unrealized appreciation 3414 6.154

4.369 8317
Net deferred tax asset (liability) $ 2,179 % (3.559)

The Company has a tax net operating loss of $8,752 at June 30, 2007 expiring June 30,
2025 and June 30, 2026.

Lease Commitments

The Company leases office space in Louisville, Kentucky under an operating lease
agreement that expires July 31, 2007. The Company also leases office space in Harlan,
Kentucky under a month-to-month lease. Rent expense was $46,945 for the years ended
June 30, 2007 and 2006. .

On July 31, 2007 the company extended their operating lease for office space in Louisville,
Kentucky. The lease expires on July 31, 2010 and requires monthly payments of $3,300.

Future minimum lease payments under the operating lease at June 30 are as follows:

2008 $ 39,600
2009 39,600
2010 39,600
2011 3.300

$__ 122,100

(Continued)



ALEXANDER INVESTMENT SERVICES, CO.
Notes to Financial Statements

June 30, 2007 and 2006

(8) Net Capital Rule

As a registered broker-dealer, the Company is subject to the uniform net capital rule of the
Securities and Exchange Commission and the NASD, which requires that the Company
maintain minimum net capital, as defined, of $25,000 and that aggregate indebtedness as
defined by the NASD, shall not exceed fifteen times net capital. The Company may
declare dividends or acquire certain non-liquid assets only to the extent of net capital in

excess of such requirements.

A computation as of June 30, 2007 and 2006 of the Company’s aggregate indebtedness, as

defined, and net capital under the uniform net capital rule is as follows:

2007
Aggregate indebtedness $ 23,376
Net capital:
Stockholders’ equity b3 129,241
Nonallowable assets:
Furniture and office equipment, net (14,285)
Accounts receivable (5,272)
Other assets (16.786)
Net capital 92,898
Haircuts on securities:
Money market funds (32)
Other securities (8,439)
Undue concentration -
Net capital $ 84,427
Ratio of aggregate indebtedness
to net capital 276

2006

$___ 293811

$ 131,074

(10,433)
(7,234)

(14.466)
08,941

(16)

(11,821)
(5.250)

$__ 81854

3642

In addition, there are no habilities subordinated to general creditors as of June 30, 2007 or

2006.

{Continued)



ALEXANDER INVESTMENT SERVICES, CO.
Notes to Financial Statements

June 30, 2007 and 2006

(9) Concentrations

Approximately 80% of the Company’s total commissions is generated from one securities
provider. Should the Company or the securities provider seek to terminate their
relationship, the Company represents that other providers are readily available to provide
the necessary services.

The Company maintains its cash at various financial institutions. The balance, at times,
may exceed federally insured limits.

(10) Subsequent Events
In July 2007, NASD consolidated with the member regulation, enforcement and arbitration
operations of the New York Stock Exchange to form the Financial Industry Regulatory
Authority (FINRA). FINRA will now conduct the regulatory oversight of the Company.

(11) FOCUS Report Reconciliation

There were no material differences between the accompanying financial statements and the
financial statements filed by the Company on Securities and Exchange Commission Form
X-17a-5 (FOCUS report) as of June 30, 2007 and 2006.

11



SCHEDULE 1
ALEXANDER INVESTMENT SERVICES, CO.

Computation of Net Capital for Brokers and Dealers
Pursuant to Rule 15¢3-1 of the
Securities and Exchange Commission
and
Statement Regarding Liabilities Subordinated to General Creditors

As of June 30, 2007

As a registered broker-dealer, the Company is subject to the uniform net capital rule of the
Securities and Exchange Commission and the NASD, which requires that the Company
maintain minimum net capital, as defined, of $25,000 and that aggregate indebtedness as
defined by the NASD, shall not exceed fifteen times net capital. The Company may declare
dividends or acquire certain non-liquid assets only to the extent of net capital in excess of
such requirements.

A computation as of June 30, 2007 of the Company’s aggregate indebtedness, as defined, and net
capital under the uniform net capital rule is as follows:

2007
Aggregate indebtedness ¥ 23376
Net capital:
Stockholders’ equity $ 129,241
Nonallowable assets:
Furniture and equipment (14,285)
Accounts receivable (5,272)
Other assets {16,786)
Net capital 92,898
Haircuts on securities:
Money market funds (32)
Other securities (8,439)
Undue concentration -
Net capital $ 84,427
Ratio of aggregate indebtedness
to net capital __ 28

In addition, there are no liabilities subordinated to general creditors as of June 30, 2007.

12
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Independent Auditors' Report on Internal
Accounting Control Required by SEC Rule 17a-5

The Board of Directors
Alexander Investment Services, Co.:

In planning and performing our audits of the financial statements and supplemental schedule of
Alexander Investment Services, Co. (the Company) as of and for the year ended June 30, 2007,
in accordance with auditing standards generally accepted in the United States of America, we
considered the Company’s internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purposes of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Company’s internal control.

Also, as required by Rule 172-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company. This study
included tests of such practices and procedures that we considered relevant to the objectives
stated in rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance with
the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not
review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

3. Obtaining and maintaining physical possession or control of all fully patd and excess
margin securities of customers as required by Rule 15¢3-3

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

13
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The Board of Directors
Alexander Investment Services, Co.
Page 2

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraund may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate. .

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal control that we
consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities and Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company's practices and procedures were adequate at June 30, 2007 to meet the
SEC's objectives.

* k¥ 0k L I S

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, NASD Regulation, and other regulatory agencies that rely on rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

B s T T sr700slie § Mritn  Perc

August 17, 2007
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| Alexander Investment Services
. Part ITA - Submitted - Period: 6/2007 Barkiey Bidg., Ste. 303 Page 9 of 13
12700 Shelbyville Rd
Louisville, Ky. 40243-1599

COMPUTATION OF NET CAPITAL

129,237
1.  Total ownership equity from Statement of Financial Condition {3480}
2. Deduct ownership equity not allowable for Net Capital : [3490]
129,237
3. Total ownership equity qualified for Net Capital [3500]
4. Add
0
A. Liabilities subordinated to claims of general creditors allowable [3520]
in computation of net capital
B. Other (deductions} or allowable credits (List)
[3525A] [3525B)
[3525C) _ [35250)
0
[3525E]) [3525F] [3525)
. . 129,237
5.  Total capital and allowable subordinated : 13530]
liabiliies
6. Deductions and/or charges:
36,338
A. Total nonallowable assets ‘;5 0]
from Statement of Financial
Condition (Notes B and C)
B. Secured demand note .
deficiency [3580]
C. Commodity futures contracts [3600]
and spot commodifies -
proprietary capifal charges
-36,338
D. Other deductions and/or r ’3620
charges [3610] . ]
7. Other additions and/or credits (List)
[3630A] [3630B]
13530C] [36300]
_ ‘ 0
[3630E] [3630F) [3630]
; s " 92,899
8. Net capital before haircuts on securities 13640}

positions

9. Haircuts on securities (computed, where
applicable, pursuant fo 15¢3-1(f):

A. Contractual securities
commitments [3660]

B. Subordinated securities
borrowings [36701

C. Trading and investment
securities:

1. Exempted securities [3735]

tttmes HenmEi lime rnod ~am fFare TORA TOCTIY BrarmPaPrniPreviewr sen?FarmTd=12326 . ORM23/2007



Part TTA - Submitted - Period: 6/2007

2. Debt securities

Page 10 of 13

Financial Condition

17. Add:

A. Drafts for immediate credit 13800]
B. Market value of securities [3810]
borrowed for which no
equivalent value is paid or
credifed
C. Other unrecotded amounts
(List}
, [3820A] {38208]
{3820C] {38200]
[3B20E] [3820F]

3733

3. Opfions [3730)

. 8,439

4.  Other securities [3734]

D. Undue Concentration [3850]

£ Other (List) )

Money Mkt. fund 32

[3736A] [37368]

[3736C] [3736D]

[3736E] [3736F]
32 -8,471
[3736] [3740]
54,428
10. Net Capital [3750]

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
i ' 1,558
11, Minimum net capital requirad (6-2/3% of line 19) [3756]
25,000
12. Minimum deliar net capital requirement of reporting broker or dealer 13759)
and minimum net capital requirement of subsidiaries computed in
accordance with Note(A)
: ' 25,000
13. Net capital requirement (greater of line 11 or 12) [3760]
59,428
14. Excess net capital (line 10 less 13) [3770]
82,090
15. Excess net capital at 1000% (line 10 less 10% of line 19) 13780
COMPUTATION OF AGGREGATE INDEBTEDNESS

i 23,376
16. Total A.l. llabiliies from Statement of 13790]



Part TIA - Submitted - Period: 6/2007

Page 11 of 13

0 0

[3820] [3830]

23,376

19, Tofal aggregate indebtedness [3840]

% 28

20. Percent.age _of aggregate indebtedness to [3850)

net capital (fine 19/ line 10)

OTHER RATIOS

. % 0

21. Percentage of debt to debt-equity total computed in accordance [3860)

with Rufe 15¢3-1(d)

END



